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Two of the top US beer producers, the Miller Brewing and Anheuser-Busch Companies, recently
entered into partnerships with Mexico's largest beer firms, in preparation for implementation of
the North American Free Trade Agreement (NAFTA). In mid-March, St. Louis-based AnheuserBusch reached agreement to acquire an 18% share of Cerveceria Modelo, based in Mexico City.
Earlier, Milwaukee-based Miller gained a foothold in the Mexican market by purchasing a 7.9%
share of Monterrey- based Fomento Economico Mexicano (FEMSA). According to financial analysts,
the greatest advantage for the US brewers is that they are able to consolidate their position in
the Mexican market before the 20% tariffs on beer are eliminated as specified in the NAFTA. If
NAFTA is implemented as scheduled on Jan. 1, 1994, tariffs on beer would not be fully eliminated
until the year 2004. For their part, the Mexican partners gained immediate access to new capital,
marketing expertise, and additional distributors in the US market. For example, a portion of the
US$477 million Anheuser-Busch paid for the 18% share of Modelo will be used by the Mexican
partner to finance construction of an eighth brewery in Mexico. Both US and Mexican brewers will
benefit from exchange of marketing information, such as demographics and distribution patterns.
In fact, Anheuser-Busch and Modelo have announced plans to exchange key finance, marketing
and planning staff in order to become familiar with each other's operations. "We knew that because
of NAFTA, it would be very convenient for any company to have a good strategic allegiance with
the No. 1 brewer (Anheuser-Busch) in the world," said Valentin Diaz, a senior vice president with
Grupo Modelo. At present, foreign brewers claim only about 0.5% share of the Mexican beer market,
largely due to the current 20% tariffs. For example, a six-pack of Budweiser cans (produced by
Anheuser- Busch) is about 70% more expensive in Mexico than a six-pack of bottles of Corona (a
Modelo brand). The agreements also pave the way for each of the US brewers to use their Mexican
partner's distribution network. FEMSA brands (such as Bohemia, Tecate and Carta Blanca) are
popular in most areas of northern and southern Mexico, while Modelo brands (such as Corona,
Negra Modelo and Pacifico) dominate sales in central Mexico, including Mexico City. However, until
all tariffs are eliminated, the US and Mexican brewers will continue to produce their own brands
at home and arrange for distribution in the neighboring country through their partners and other
distributors. (Sources: Reuter, 03/22/93; Financial Times, Wall Street Journal, New York Times,
03/23/93; El Financiero International, 03/29/93)
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